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Matthew Mayers swear or affirm that to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

StoneCastle Securities LLC as of

December 2010 are true and correct further swear or affirm that neither the company

nor any partner proprietor principal officer or director has any proprietary interest in any account classified solely as that of

customer except as follows
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Chief Compliance Officer

Title
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Notary Public

This report contains check all applicable boxes

Facing page

Statement of Financial Condition

Cc Statement of Income Loss

Statement of Changes in Financial Condition

Jj Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

fl Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

fl Information Relating to the Possession or control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con

solidation

An Oath or Affirmation

fl copy of the SIPC Supplemental Report

fl report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent auditors report on internal accounting control

Schedule of segregation requirements and funds in segregation--customers regulated commodity futures account

pursuant to Rule 17 1-5
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Rothstein Kass

INDEPENDENT AUDITORS REPORT

To the Member of

StoneCastle Securities LLC

We have audited the accompanying statement of financial condition of StoneCastle Securities LLC the Company
as of December31 2010 This statement of financial condition is the responsibility of the Companys management
Our responsibility is to express an opinion on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement of financial condition is free of material misstatement An audit includes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the statement of financial condition assessing the accounting principles

used and significant estimates made by management as well as evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides reasonable basis

for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of StoneCastle Securities LLC as of December 31 2010 in conformity with accounting principles

generally accepted in the United States of America

As discussed in Note to the financial statements an error resulting in an understatement of previously reported

accrued expenses as of December 31 2010 were discovered subsequent to year end Accordingly the December

31 2010 financial statements have been restated to correct the error

nsa1Pe
Roseland New Jersey

February 11 2011 except for items in Note as to which the date is March 24 2011
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STONECASTLE SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2010

ASSETS

Cash 690613

Due from broker 2609145

Prepaid expenses 22070

3321828

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 1511179

Due to affiliate 499283

Total liabilities 2010462

Members equity 1311366

3321828

See accompanying notes to financial statement



.1 %jd _Itt

STONECASTLE SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies

Nature of Business

StoneCastle Securities LLC the Company or StoneCastle is corporation organized under the laws of the state

of Delaware on March 2004 The Companys operations have consisted primarily of engaging in the placement of

private placement securities The Company is registered broker-dealer with the Securities and Exchange

Commission SEC and is member of the Financial Industry Regulatory Authority Inc FINRA

The Company is permitted to engage in the following activities with natural persons

Private placement of securities

Structuring fixed income structured finance transactions

Broker or dealer retailing corporate equity securities over-the-counter

Broker or dealer selling corporate debt securities including collateralized debt obligations collateralized

loan obligations and bank obligations such as trust preferred securities preferred senior debt and CDs
U.S government securities dealer

U.S government securities broker

Municipal securities dealer

Municipal securities broker

Broker or dealer selling interests in mortgages or other receivables

Put and call broker or dealer or option writer

Non-exchange member arranging for transactions in listed securities by exchange member and

Trading securities for own account

Basis of Presentation

These financial statements are presented in U.S dollars and have been prepared in conformity with accounting

principles generally accepted in the United States of America GAAP and pursuant to the rules and regulations

regarding financial reporting of the SEC

These financial statements were approved by management and available for issuance on Februarj 11 2011

except for items in Note as to which the date is March 24 2011 Subsequent events have been evaluated through

this date

Cash Concentrations

The Company maintains its cash in multiple bank accounts some of which at times may exceed federal insured

limits

Revenue Recognition

Investment advisory fees are recognized as earned on pro rata basis over the term of the contract

Securities transactions and the related revenues and expenses are recorded on the trade-date basis
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STONECASTLE SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies continued

Income Taxes

The Company is single member limited
liability company As such it is disregarded entity for tax purposes and

is not subject to pay any taxes on its income The Companys parent is subject to the New York City

Unincorporated Business Tax UBT
The Company ibllows an asset and liability approach to financial accounting and reporting for income taxes

Deferred income tax assets and liabilities are computed for difference between the financial statement and tax bases

of assets and liabilities that will result in taxable or deductible amounts in the future based on the enacted tax laws

and rates applicable to the periods in which the differences are expected to affect taxable income Valuation

allowances are established when necessary to reduce the deferred income tax assets to the amount expected to be

realized

The determination of the Companys provision for income taxes requires significant judgment the use of

estimates and the interpretation and application of complex tax laws Significant judgment is required in

assessing the timing and amounts of deductible and taxable items and the probability of sustaining uncertain tax

positions The benefits of uncertain tax positions are recorded in the Companys financial statements only after

determining more-likely-than-not probability that the uncertain tax positions will withstand challenge if any from

tax authorities When facts and circumstances change the Company reassesses these probabilities and records

any chanOes in the financial statements as appropriate Accrued interest and penalties related to income tax

matters are classified as component of income tax expense

In accordance with GAAP the Company is required to determine whether tax position of the Company is more

likely than not to be sustained upon examination by the applicable taxing authority including resolution of any

related appeals or litigation processes based on the technical merits of the position The tax benefit to be

recognized is measured as the largest amount of benefit that is greater than fifty percent likely of being realized

upon ultimate settlement De-recognition of tax benefit previously recognized could result in the Company
recording tax liability that would reduce members equity This policy also provides guidance on thresholds

measurement de-recognition classification interest and penalties accounting in interim periods disclosure and

transition that is intended to provide better financial statement comparability among different entities Bdsed on its

analysis the Company has determined that the adoption of this policy did not have material impact on the

Companys financial statements upon adoption However managements conclusions regarding this policy may be

subject to review and adjustment at later date based on factors including but not limited to on-going analyses of

and changes to tax laws regulations and interpretations thereof

The Company files its income tax returns in the U.S federal and various state and local jurisdictions Generally

the Company is no longer subject to income tax examinations by major taxing authorities for years before 2007

Any potential examinations may include questioning the timing and amount of deductions the nexus of income

among various tax jurisdictions and compliance with U.S federal state and local tax laws The Companys

management does not expect that the total amount of unrecognized tax benefits will materially change over the

next twelve months

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and

the reported amounts of revenues and expenses during the reporting period Actual results could differ from those

estimates
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STONECASTLE SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

Restatement of financial statements

The Company is amending and restating its financial statements and related disclosures for the year ended

December 31 2010 to correct an error related to an understatement of an accrued expense of $671539 discovered

subsequent to year end This error affected the accounts payable and accrued expenses account on the statement

of financial condition and the commission expense on the statement of operations

Net capitaltequirement

The Company as member of FINRA is subject to the SEC Uniform Net Capital Rule 5c3-1 This Rule requires

the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital both as defined

shall not exceed 15 to and that equity capital may not be withdrawn or cash dividends paid if the resulting net

capital ratio would exceed 10 to At December 31 2010 the Companys net capital was $1289296 which was

approximately $1155196 in excess of its minimum requirement of $134100

Contingent liabilities

The Company is subject to certain pending and threatened legal actions which arise out of the normal course of

business As of December 31 2010 the Company has been named party to legal action The Company intends to

vigorously defend this action as necessary Litigation is inherently unpredictable particularly in proceedings where

claimants seek substantial or indeterminate damages or which are in their early stages The Company cannot

predict with certainty the actual loss or range of loss related to such legal proceedings the manner in which it will be

resolved the timing of final resolution or the ultimate settlement In the opinion of management after consultation

with counsel the resolution of ongoing legal proceedings will not have material adverse effect on the Companys
statement of financial condition

Concentrations of credit risk

The Company maintains its cash balances in various financial institutions These balances are insured by the

Federal Deposit Insurance Corporation up to $250000 per institution

During the year ended December31 2010 approximately 12% of the Companys revenues were from one customer

Exemption from Rule 15c3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provisions of sub-paragraph k2i
and k2ii and therefore is not required to maintain Spedal Reserve Bank Account for the Exclusive Benefit of

Customers
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STONECASTLE SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Related party transactions

Pursuant to an agreement the Company pays for office space administrative services and equipment to the

Companys parent The expenses under this agreement for the year ended December 31 2010 were $11 gooo

The Companys parent its affiliates and the Company incur intercompany expenses resulting from arms length

transactions These expenses are recorded in the accompanying statement of financial condition as due from parent

and/or due to affiliates to appropriately reflect the incurred obligations and the resulting liabilities As of December

31 2010 due toThffiliate balance was $4g9283 which includes loan payable to affiliate of $300000 there are no

immediate repayment terms or interest relating to the loan Subsequent to year end this loan was repaid to the

Parent


